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A Major Revision in the Method Used to Calculate Real Output
Adoption of the Chain-Weighted Price Index
Starting with their revision of last year's third- 
quarter statistics, the U.S. Department of Commerce 
stopped using a Fixed-Price Index to estimate growth 
in real GDP and, in its place, adopted a Chain- 
Weighted Price Index. Economists agree that the move 
will definitely improve the government's estimates of 
growth in real output; however, the revised real GDP 
growth estimates will be much smaller than previous 
estimates.
To calculate the change in real output using the 
Fixed-Price Index, the prices of all goods and services 
for a given historical base year, i.e., 1987, are used to 
estimate the value of the quantity of goods and 
services sold during the current period. The mix of 
goods and services is allowed to change in response to 
changing prices, but the new market basket of goods 
and services is valued at historical base-year prices.
A major problem with this methodology is that 
existing expenditure patterns are not consistent with 
the base year's relative prices, and for some items this 
can lead to an overestimation of the value of current 
real output. For example, the price of personal 
computers, holding quality constant, has dropped 
dramatically since 1987, and consumers and 
businesses are buying a lot more computers. In
calculating the Fixed-Price Index, all of today's 
personal computer purchases would be converted into 
1987 prices, which are much higher than today's, and 
then applied to today's quantity sold, thus 
overestimating the value of today's expenditures on 
computers. To correct for this known problem, the 
government advances the base year forward every five 
years, which causes a historical revision of all earlier 
real GDP estimates.
The Chain-Weighted Price Index approach avoids 
this problem by moving the benchmark year forward 
automatically each year. In a Chain-Weighted Price 
Index, real output growth is calculated by taking the 
average of this year's and last year's prices of all goods 
and applying these average prices to this year's 
quantity of each good sold to calculate the real value of 
this year's output. The method is called chain- 
weighted because next year's estimates will be based 
("chained") on the average price adjustment made a 
year earlier. The chain is started in 1992.
The advantages of the new Index are twofold. 
History does not need to be revised with each adoption 
of a new base year and, most important, price changes 
are immediately incorporated into the calculation of 
the year's real output.
WEST MICHIGAN VIEWPOINT
1996 and 1997 EMPLOYMENT OUTLOOK FOR WEST MICHIGAN
George A. Erickcek
Few economists are calling for a recession in 1996, but 
fewer still are forecasting above-average growth. Low infla 
tionary expectations and declining or stable interest rates 
should offset the negative forces of increasing consumer 
debt burden, falling consumer confidence, and declining 
capacity utilization that may discourage further business 
investment.
Based in part on preliminary fourth-quarter estimates, 
the nation's Gross Domestic Product (GDP) grew 2.1 per 
cent in 1995, compared to a stronger 3.5 percent increase in 
1994, using the new Chain-Weighted Price Index (see note 
at front). On a quarter-by-quarter basis, last year's growth 
was uneven. The annualized growth rate of GDP did not 
rise above 1.0 percent during the first, second, and fourth 
quarters of 1995. It was only in the third quarter, when 
GDP grew at a 3.6 percent annual rate, that the national 
economy returned to levels of growth enjoyed in 1994. 
Still, the nation's unemployment rate remained stable at 
around 5.6 percent for all of 1995.
West Michigan's Forecast Revisited
Goods-producing Service-producing Government
1995 Forecast
Our 1996 and 1997 regional employment forecast is 
based upon a national forecast generated by the University 
of Michigan that points to continued moderate growth in 
1996 and 1997. Their forecast calls for the nation's unem 
ployment rate to remain, on average, between 5.4 and 5.7 
percent for the two years; inflation to grow by no more than 
3.0 percent; short-term interest rates to reach no higher than 
5.5 percent on 90-day Treasury bills; and for mortgage rates 
to stay below 7.6 percent.
LAST YEAR'S FORECAST: UNDERESTIMATED 
THE GOODS-PRODUCING SECTOR
Before spelling out our 1996 and 1997 forecasts, it is 
instructive to review last year's effort. In short, we underes 
timated the strength of the West Michigan manufacturing 
sector. We expected goods-producing employment to grow
West Michigan Employment Forecast
1995 I"6 mil 1997 
[8^HEstimate Forecast mUm Forecast
only 0.8 percent during 1995 when, in fact, it grew an 
impressive 3.7 percent. Two factors accounted for our error. 
First, we did not foresee the tremendous employment gains 
that took place in office furniture. During the 12-month 
period ending in December, furniture employment in the 
Grands Rapids-Muskegon-Holland MSA increased by 4.7 
percent or 1,100 workers. Second, although national inputs 
to our regional model overestimated car and light truck sales 
for 1995, the model still apparently underestimated the 
employment growth in the region's auto suppliers.
Our forecasts for service-producing and government 
employment were close to the mark; however, our serious 
underestimation of manufacturing employment caused our 
forecast for total employment growth to be off by 0.9 per 
centage points.
1996 AND 1997 EMPLOYMENT FORECAST
We forecast employment to grow 1.7 percent in 1996 
and by another 2.2 percent in 1997 in the three metropolitan 
areas of West Michigan. Employment in the region's ser 
vice-producing sector is forecasted to increase by 2.7 per 
cent in 1996, due primarily to expected growth in health
and business services. Based on the expected impact of 
known closings and employment reductions of area manu 
facturers, as well as the University of Michigan's forecast of 
auto and light truck sales to reach no higher than 14.9 mil 
lion units, we expect goods-producing employment to 
increase only 0.7 percent in 1996. Finally, due to tight bud 
get constraints on all levels of government, we expect gov 
ernment employment to decline 0.2 percent in 1996.
Of course, the region's forecast is simply the sum of our 
area-specific forecasts. And, while the regional forecast calls 
for moderate employment growth in the next two years, it is 
not a forecast shared by all of the individual areas.
Benton Harbor MSA
Berrien County has been hit by a series of plant closures 
and layoff announcements including employment reduc 
tions at ZDS, Fleetwood, and Allied Signal. Due to these 
layoffs and the estimated indirect impact they will have on 
the area's retail and service sectors, we are forecasting total 
employment to grow only 0.3 percent in 1996. Employment 
growth will return to a more normal rate of 1.7 percent in 
1997. Employment in the area's goods-producing sector is 
expected to decline 1.4 percent during 1996, as is govern 
ment employment. Employment in the area's service-pro 
ducing sector is expected to grow 1.7 percent.
Grand Rapids-Muskegon-Holland MSA
Our forecast calls for employment in the four-county 
MSA to grow 2.2 percent in 1996 and a further 2.3 percent 
in 1997. Despite major layoff announcements at H.H. Cut 
ler, United Technologies, and other manufacturers, we 
expect employment in the area's goods-producing sector to 
increase by 1.4 percent in 1996. Employment in the area's 
service-producing sector is forecasted to increase by 3.0 
percent.
Contrary to historical trends, we are forecasting that the 
Muskegon area (Muskegon County) will grow faster than 
the Grand Rapids area (Kent and Ottawa Counties). Three 
factors support this forecast. First, the Grand Rapids and, 
especially, the Holland areas are running up against serious 
labor supply constraints that may inhibit further employ 
ment growth. Second, most of the known layoffs and plant 
closures have or will occur in Kent and Ottawa Counties. 
Finally, several Muskegon County firms, including Briggs 
and Stratton, UNC Johnson, and Structural Concepts, are 
expanding their workforce.
Kalamazoo-Battle Creek MSA
Total employment is expected to increase only 0.9 per 
cent in 1996 in the three-county area. Known layoffs, 
including Kellogg in Battle Creek, Crown Vantage in 
Kalamazoo, and Karl Schmidt Unisia in South Haven, will 
contribute to a 0.5 percent decline in the area's goods-pro 
ducing employment in 1996.
Benton Harbor MSA Employment Forecast
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(Kent and Ottawa Counties)




In Calhoun County, the loss of over 700 jobs at Kellogg, 
in addition to other more minor employment reductions, 
will cause the county's goods-producing employment to fall 
4.2 percent in 1996. This decline in goods-producing 
employment will spill over to the area's service-producing 
sector and dampen its expected employment growth for the 
year.
Muskegon County Employment Forecast
Annual percent growth




Kalamazoo-Battle Creek Employment Forecast
In Kalamazoo County, we forecast employment to grow 
by 2.1 percent in 1996. The impact of announced layoffs at 
Crown Vantage and James River will be offset by employ 









Needless to say, regional forecasting is a risky business. 
For example, uncertainty already reigns in Kalamazoo as 
the Pharmacia and Upjohn Company has yet to announce 
where they will reduce 4,000 employees from their payrolls. 
The same is true in Benton Harbor where the possible 
employment impact of the announced purchase of ZDS by 
Packard Bell is unknown. Moreover, currently the national 
economy is weaker than most economists predicted just two 
to three months ago. Still, West Michigan has proven itself 




Gross Domestic Product (GDP) rose a slight 0.9 percent 
annual rate in the final quarter of 1995, after growing at a 
3.6 percent pace in the third quarter. Both readings are mea 
sured by using the Chain-Weighted Price Index (see note at 
front). The quarter's rate of growth was only half of what 
many forecasters had expected, with all sectors except 
exports reporting sluggish conditions. The modest gain in 
GDP was in part due to a slowdown in inventory accumula 
tion. Final sales in the quarter rose at a 1.8 percent annual 
rate.
Gross Domestic Product 
(seasonally adjusted)
tions certainly played a part; however, it cannot be blamed 




A reading above 50 on the NAPM Index indicates that the manufacturing economy is 
generally expanding.
On the other hand, the nation's Index of Leading Indica 
tors inched up 0.1 percent in December. The slight uptick 
saved the Index from striking out: if the Index had been neg 
ative, it would have been the third negative reading in a row, 
which traditionally is taken as a sign of a coming recession.
Change in Nonfarm Business Inventories
Because January's extremely harsh winter weather cast a 
cloud of uncertainty regarding the meaningfulness of the 
month's disappointing economic reports, forecasters are sty 
mied in their efforts to predict whether the slowdown will 
worsen in the current first quarter. Most economists believe 
that, while the economy may brush against recessionary 
conditions, it will avoid dipping into negative territory.
Still, the National Association of Purchasing Manage 
ment's Composite Index has stayed below the 50 percent 
mark for the past six months, suggesting that the manufac 
turing sector is contracting. In January 1996, the Index fell 
to 44.2, its lowest level since April 1991, which was the tail 
end of the last recession. Historically, a reading of 44.5 has 
indicated recessionary conditions in the overall economy.
In December 1995, industrial production rose just 0.1 
percent, with sluggishness conditions reported across all 
sectors. Consumer goods production was flat from a year 
ago. Industrial production fell 0.6 percent in January 1996, 
the largest decline since March 1991. Poor weather condi-
1
These reports and others were enough to convince the 
Federal Reserve Board to lower short-term interest rates for 
the third time in seven months. In short, the economy has 
successfully made a soft landing; the question remains 
whether the runway is long enough for it to take off again.
LABOR MARKETS
Harsh winter weather pushed the nation's employment 
statistics into a deep-freeze in January. The month's survey 
of establishments revealed a loss of 201,000 jobs. Moreover, 
the month's household survey reported that the nation's 
unemployment rate climbed to 5.8 percent. The nation's 
manufacturers eliminated 72,000 jobs during the month.
An estimated 1.8 million workers reported that poor 
weather conditions kept them from their work, compared to 
a normal average of 400,000 people for the month. In addi 
tion, of those who did make it to work, 10.4 million said 
their working hours were cut short due to weather condi 
tions, compared to a more typical average of just one mil 
lion for the month. The average workweek for production 
workers in manufacturing fell to 39.8 hours per week in Jan 
uary, down from 41.2 hours in December. Average factory 
overtime fell from 4.3 hours to 4.1 hours.
Nonfarm Employment and Change 
in Average Weekly Hours
Nonfarm employment Change in average weekly hours
During the final quarter of 1995, the nation's payroll 
increased by 413,000 workers, which was similar to the 
increases reported in the two previous quarters. Job growth 
has slowed considerably since 1994, however. During the 
fourth quarter, manufacturers cut 48,000 workers from their 
payrolls, while retailers added 90,000 and service firms 
hired, on net, another 219,000.
For all of 1995, the nation's labor force grew just 0.4 per 
cent, an increase that was less than half as fast as the growth 
of the working-age population. Data suggest that one of the 
major reasons is that more males are withdrawing from the 
labor force. A government study indicates that the number 
of men between ages 25 and 49 who report themselves as 
"unable to work" increased 9 percent annually during the 
ten years ending in 1993. This is four times as fast as the 
growth in that portion of the male population. One of the 
leading explanations is that poorly-trained males are finding 
it more difficult to find work.
Wage and benefit costs rose 0.9 percent in the fourth 
quarter. For all of 1995, employment costs, as measured by 
the U.S. Department of Labor's Employment Cost Index, 
rose just 2.9 percent, the smallest gain in 14 years. The 
increase was down from 1994's 3.0 percent and just barely 
exceeded inflation, which rose 2.5 percent in 1995. Benefit 
costs rose just 2.8 percent, the smallest increase on record.
Productivity and Unit Labor Costs 
(Fixed-Price Index)
1990 Q 1
Recent reports show that productivity gains faded in the 
third quarter; however, controversy surrounds the latest esti 
mates due to the change in the methodology used in adjust 
ing for inflation. The Chain-Weighted Price Index, by 
correcting for the overestimation of the value of GDP, low 
ers productivity estimates of output per hour. During the 
third quarter, productivity increased an average of 1.4 per 
cent, as measured by the Chain-Weighted Price Index. If 
the Fixed-Price Index had been used to estimate real output, 
productivity growth for the third quarter would have been 
estimated to reach near an average of 2.0 percent.
Unemployment Rates and Initial Claims
Adopting the Chain-Weighted Price Index will also 
increase unit labor cost estimates as well, since it will lower 
the estimated value of output. Using the old measurement, 
unit labor costs increased only 0.3 percent in the third quar 
ter, suggesting that labor costs are adding very little infla 
tionary pressures on the economy.
INFLATION AND INTEREST RATES
The Federal Reserve Board (Fed), citing a "moderating 
economic expansion," cut short-term interest rates for the 
third time in seven months. The Fed lowered the target for 
the federal funds rate and its discount rate to 5.25 percent. 
The federal funds rate is the rate banks charge each other for 
overnight loans, while the discount rate is the rate the Fed 
charges for borrowing by regional banks. Both stood at 5.5 
percent previously. Most of the nation's major banks moved 
quickly to cut their benchmark prime lending rates to 8.25 
percent from 8.5 percent.
Price Indexes
Percent change from 12 months ag
By lowering short-term rates, the Fed reduces the cost to 
business of tapping into external funds for buying new 
equipment or building additional production facilities, and 
to families interested in buying a new home. In other 
words, it reduces a firm's or family's "external finance pre 
mium," the difference between the cost of funds generated 
externally (as when a firm sells debt or equity or when a
Short-Term Capital Rates
Percent per yea
household borrows) relative to the cost of internally gener 
ated funds (household savings or a firm-retained earnings). 
In addition, the lower rates increase banks' ability to lend 
money to riskier small businesses and to offer attractive 
loans to households.
Consumer prices rose a modest 0.2 percent in December 
and increased only 2.5 percent over levels of twelve months 
earlier. Producer prices climbed 0.5 percent in December, due 
to a 3.3 percent jump in energy prices. For all of 1995, whole 
sale prices rose 2.2 percent, which was more than the 1.7 per 





As reflected in the relatively flat yields curve, most ana 
lysts and investors expect inflation pressures to be tranquil 
for the next couple of years. Indeed, if the economy contin 
ues to be sluggish in the next two quarters, retailers are more 
likely to cut prices in an attempt to lure bargain-hungry con 
sumers.
Yield Curves
In fact, analysts had expected the Fed's latest move, not 
only because of the slowing economy, but also because the 
real federal funds rate has been at a historically high level. 
During the past two years, the real federal funds rate has 
been in the 3 percent range when, historically, the rate has 
averaged closer to 2 percent. In other words, if inflation 
remains moderate, inaction by the Fed would have allowed 
the real federal funds rate to stay at an unusually high level 
and become a drag on the economy.
CONSUMER SPENDING
Christmas disappointed most retailers. Retail sales grew 
only 0.3 percent in December. Excluding auto sales, which 
were bolstered by heavy discounting, retail sales grew only 
0.2 percent. The nation's major department stores had an 
especially grim Christmas, reporting a 0.1 percent drop in 
sales in December.
Growth in Consumer Spending 
(seasonally adjusted)
Total Expenditure
During the fourth quarter, consumer spending rose at a 
modest 0.8 percent, well below the third-quarter's moderate 
2.8 percent rate of growth. Spending on nondurable goods 
fell at a 1.4 percent annual rate in the quarter, after increasing 
at a modest 0.5 percent pace in the previous quarter. Con 
sumer spending on apparel fell at a 2.8 percent annual rate, 
while food expenditures declined at a 2.1 percent annual rate. 
Spending on consumer services, including housing and med 
ical care, rose at a moderate 2.0 percent annual rate.
Major promotional efforts on the nation's car lots went 
relatively unnoticed. Consumer expenditures on automobiles
Consumer Debt
l.ll
shifted into reverse, falling at a 6.2 percent annual rate. The 
nation's automakers' inventories are well above the indus 
try's ideal targets. As of the end of January, General Motors 
had a 106-day supply parked on the lots, while Chrysler's 
car lots were bursting with a 97-day supply. Ford was also 
running out of room with an 83-day supply. Worse yet, the 
supply of light trucks, the industry's best lines, were also too 
high in some models such as the Chevy Blazer and GMC 
Jimmy. Most analysts estimate that automakers aim for 
retaining a 60-to-65 day supply.
Overall, consumer spending on durable goods inched 
along at a 1.0 percent annual rate, well below its third-quar 
ter pace of 9.3 percent.
The short-term outlook for consumer spending is not 
promising. Although bad weather played a part, the econ 
omy lost jobs in January. Consumer debt remains high, and 
many of the nation's major banks and retailers are writing 
off more uncollectables.
Motor Vehicle Sales 
(average annual rates)
Domestic Auto Sale:
Import Lt. Truck Sale
Not surprisingly, consumers are losing confidence in the 
economy. Both the University of Michigan's and The Con 
ference Board's readings of consumer attitudes suggest a 
more worried consumer. The Conference Board's January 
report reveals that consumer confidence sank to its lowest 
level in two years. In addition, consumers were found to 
be less optimistic about the future; the Board's expecta 
tions index plunged from 92.3 in December to 77.5 in Jan 
uary.
Finally, the decline in the rate of consumer spending is 
also reflected in an increase in personal saving. During 
the fourth quarter, personal saving as a percentage of dis 
posable personal income rose to 4.9 percent, compared to 
4.4 percent in the previous quarter and 3.8 percent for all 
of 1994. In fact, some analysts are pointing to increased 
savings as the principal headache for the nation's retailers. 
However, it could be its cure as well, since increased sav 
ings may lower interest rates and rekindle the sale of big- 
ticket items.
INVESTMENT
Business expenditures for plant and equipment continued 
to expand in the fourth quarter, despite falling capacity utili 
zation rates and a slowing economy. Nevertheless, the busi 
ness investment outlook is cloudy for the next several 
months. The Fed's recent reductions in short-term interest 
rates, in combination with low and stable inflation expecta 
tions, have lowered the cost of capital financing, but at the 
same time, conflicting data on current trends in factory 
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Business spending on structures increased at a 4.6 per 
cent annual rate, slightly below the 6.2 percent pace 
recorded in the third quarter. In addition, firms' investment 
in new machines and equipment rose at a 6.8 percent annual 
rate, which was an improvement over the 4.9 percent annual 
rate reported in the previous quarter.
Plant and Equipment Expenditures 
(seasonally adjusted)
Producers' durable equipment
However, a closer examination of the type of producer 
durables being purchased during the quarter reveals that 
expenditures on computers accounted for all of the quarter's 
investment growth. Business spending on computers and
Nonresidential Investment Composition 
in Producer Variables
Percent of total 
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Industrial equipment
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other information-processing equipment soared at a 35.7 
percent annual rate in the quarter. Indeed, business expendi 
tures on durable equipment other than computers and 
related equipment fell at an 8.1 percent annual rate in the 
quarter. Although manufacturers are integrating more com 
puters into their production processing, the above data sup 
port the view that the nation's factories are slowing down.
The fourth-quarter decline in noncomputer-related 
expenditures by businesses is not surprising given the con 
tinuing drop in capacity utilization. In the third quarter of 
1995, capacity utilization in manufacturing fell to 82.6 per 
cent, down from an 84.3 percent rate recorded in the fourth 
quarter of 1994. Businesses will continue to replace worn- 
out equipment, but may put expansion plans on hold until 
factory orders firm.
Unfortunately, recent data on factory orders are contra 
dictory. The National Association of Purchasing Manage 
ment's new-order index fell for the fourth straight month in 
January; its back order index is also in decline; and its 
inventory index is moving upward. On the other hand, the 
U.S. Department of Commerce reported that factory orders 
in December rose 1.3 percent. Moreover, the increase was 
not only broad based but most noticeable in durable goods 
orders, which rose 2.1 percent.
Residential investment rose at a 4.5 percent annual rate 
in the fourth quarter, down from its third-quarter annual rate 
of 9.2 percent. Expenditures on the construction of single 
family homes rose at a 7.5 percent rate during the quarter.
INTERNATIONAL TRADE
Exports continued to supply a welcome boost to the 
national economy, despite a stronger dollar and lackluster 
economic growth among our major trading partners. 
Exports rose at a 10.9 percent annual rate in the final quarter 
of 1995, bettering the third quarter's pace of 8.0 percent.
The quarter's growth in exports was broad-based. 
Goods, which account for 73.2 percent of the nation's 
exports, rose at an 11.1 percent annual rate, while the 
nation's service exports increased at a 10.3 percent rate.





In sharp contrast to exports, our nation's imports inched 
along at a 0.1 percent annual rate in the fourth quarter, com 
pared to a sluggish 1.0 percent pace recorded in the third 
quarter. The import of goods, which accounts for 83.7 per 
cent of all imports, fell at a 2.0 percent annual rate in the 
quarter, while the importation of services rose at an 11.7 per 
cent annual rate.
The nation's growth in exports is surprising, given that 
our major trading partners are facing sluggish economic 
conditions. The German economy grew just 1.9 percent last 
year, with most of the growth occurring in the first half of 
the year. GDP growth was zero in the third quarter, and ana 
lysts believe the German economy may have declined as 
much as 0.5 percent in the year's final quarter. In Japan, 
industrial output was flat during the 12 months ending last 
September. Finally, industrial output in the United Kingdom 
rose just 0.6 percent during the same period.
In attempts to reignite their struggling economies, most 
analysts expect European countries to lower their domestic
interest rates. Such moves will likely put upward pressure 
on the dollar and result in an upward shift in relative interest 
rates. Before the Fed's recent actions to lower short-term 
rates, private overseas investors purchased a record net
International Industrial Production 
(seasonally adjusted)
$99.4 billion in U.S. Treasury securities.
At the close of 1995, the dollar stood at 1.44 marks and 
103.4 yen, compared with 1.55 marks and 99.75 yen at the 
start of the year. However, during the year the dollar's value
Trade-Weighted Dollar
fluctuated greatly as it tumbled to postwar lows of 1.344 
marks in March and 79.85 yen in April.
Despite the fact that the growth of exports far exceeded 
that of imports during the quarter, the nation's export-
MICHIGAN ECONOMY
Statewide, employment grew a moderate 0.6 percent in 
the final quarter of 1995. The state's private service-produc 
ing sector created all net new jobs during the quarter, as 
employment in the state's goods-producing sector remained 
at a standstill. Economic indicators suggest that the state will 
continue to face sluggish employment conditions in the com 
ing months.
In the state's goods-producing sector, a sharp 1.6 percent 
employment jump in construction and mining was totally 
erased by a 0.2 percent decline in manufacturing employ 
ment. The job loss in manufacturing was centralized in the 
auto industry. Over 11,000 jobs were eliminated in the indus 
try during the four-quarter period ending in the fourth quarter 
of 1995. Overall, employment in the state's durable goods
Percent Change in Total Employment 
October 1994 to October 1995
Each figure represents an employment addition of 20,000 workers
Currently, auto and light truck sales are running at an 
annual pace of approximately 15 million units. In December, 
light truck and auto sales cruised at a 16.3 million unit annual 
rate. Unfortunately, due to technical factors (several January 
days were included in the December total), the monthly total 
may have overestimated actual sales volumes. Overall, sales 
reached just 14.8 million units for the year. In January, auto 
and light truck sales set a 14 million unit annual pace. While 
this appears disappointing, it was above expectations given 
both the harsh winter weather and that part of the month's 
sales was reported in December.
Manufacturing Employment and Earnings 
(not seasonally adjusted)
Great Lakes Region
October October Percent 
1995 1994 change
ILLINOIS
Manufacturing employment 962,100 956,800 0.6 
Average weekly hours 41.7 42.2 -1.2 
Average hourly earnings $12.81 $12.34 3.8
INDIANA
Manufacturing employment 678,900 667,100 1.8 
Average weekly hours 42.4 43.6 -2.8 
Average hourly earnings $13.85 $13.64 1.5
MICHIGAN
Manufacturing employment 970,300 966,400 0.4 
Average weekly hours 44.4 45.5 -2.4 
Average hourly earnings $16.44 $16.15 1.8
OHIO
Manufacturing employment 1,090,600 1,083,300 0.7 
Average weekly hours 43.4 43.8 -0.9 
Average hourly earnings $14.38 $14.33 0.3
WISCONSIN
Manufacturing employment 596,900 590,400 1.1 
Average weekly hours 42.2 42.9 -1.6 
Average hourly earnings $12.83 $12.49 2.7
UNITED STATES 
Manufacturing
employment (000) 18,394 18,494 -0.5 
Average weekly hours 42.0 42.3 -0.7 
Average hourly earnings $12.42 $12.10 2.6
sector was down 0.5 percent in the fourth quarter. On the 
other hand, employment in the state's smaller nondurable 
goods sector was up an identical 0.5 percent.
Still, the Big Three idled 19 plants in North America for at 
least one week in January. Among these plants were the Gen 
eral Motors plants in Hamtramck and Lansing and the Ford 
plants in Wixom and Dearborn. Affordability remains one of
10
the major problems facing the industry. Poor sales forced 
Ford, for example, to offer a cheaper version of its remodeled 
Taurus. Still, the stripped-down vehicle lists for over 
$18,000.





Employment in the state's private service-producing sector 
rose a strong 1.1 percent in the fourth quarter. Although many 
retailers reported disappointing Christmas sales, retail 
employment rose 1.4 percent in the fourth quarter. Statewide, 
December sales tax collections improved over last year's by 
2.9 percent, despite poor car sales. Non-car tax revenues rose 
4.4 percent in December.
Michigan Motor Vehicle Production 
(monthly)
Strong employment gains were also reported in the state's 
service sector, and government employment was down 0.4 
percent.
Michigan continued to outperform the other Great Lakes 
states. During the 12-month period ending in October of last 
year, Michigan employers created 92,500 jobs, an increase of 
2.2 percent, topping second place Indiana's 1.9 percent 
increase in jobs. However, employment in the state's manu 
facturing sector grew just 0.4 percent during the period, 
which is below the rate for all the other Great Lakes states.
Percentage Change in Retail Sales 
from 12 Months Ago
Percent Change from 12 months ago 
30
East North Central Michigan Detroit-Ann Arbor CMSA
The fourth-quarter job growth pushed the state's unem 
ployment rate down to 4.8 percent, well below the national 
rate of 5.5 percent. Flint was the only metropolitan area in the 
state that recorded a jobless rate above the national average.
The state's Index of Leading Indicators fell 2.7 percent in 
the quarter, suggesting that employment conditions, espe 
cially in the state's goods-producing sector, could remain 
stagnant in the coming months. Nevertheless, all of the state 
components of the Index were up. Average weekly hours of 
production workers inched up 0.2 percent, while the number 
of new dwelling units put under contract rose a modest 0.5 
percent for the quarter. Finally, new claims for unemploy 
ment insurance fell 7.1 percent.
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WEST MICHIGAN ECONOMY
Total employment rose a modest 0.3 percent in the three 
metropolitan areas of West Michigan during the fourth 
quarter. Sluggish employment conditions were reported 
across all sectors of the region's economy. Still, the region's 
unemployment rate fell to 4.2 percent in the fourth quarter. 
We forecast employment to continue to grow at a slow rate 
in the first two quarters of 1996.
Employment in the region's goods-producing sector rose 
a scant 0.1 percent in the final quarter of 1995. Firms in all 
three metropolitan areas reported major layoffs, including 
the Kellogg Company in Battle Creek, H.H. Cutler in Grand 
Rapids, and ZDS in Benton Harbor. In addition, the pur 
chasing managers of area manufacturers are reporting 
slower orders and shorter lead times from suppliers, both of 
which indicate stagnant conditions.
Employment in the region's larger private service-pro 
ducing sector rose 0.4 percent in the fourth quarter, with 
employment gains reported across all sectors. Although 
many retailers were disappointed with the Christmas sea 
son, nearly 400 jobs were created in the region's retail sec 
tor during the quarter (seasonally adjusted). Finally, 
employment at all levels of government rose just 0.1 percent 
in the quarter.
The quarter's small job growth was sufficient to push the 
West Michigan unemployment rate down to 4.2 percent,
Michigan Metropolitan Areas





























well below the state's 4.8 percent rate. Although the region's 
economy has cooled over the past two quarters, many 
employers are still having difficulty finding qualified work 
ers.
Our third-quarter forecast for fourth-quarter total 
employment growth was off just 0.1 percent, as our overesti- 
mation of the region's service-producing sector growth, both 
private and governmental, was partially offset by our under 
estimation of the region's goods-producing sector growth.
Regional economic indicators were mixed for the quarter. 
The composite Index of Help-Wanted Advertising was up a 
slight 1.2 percent in the fourth quarter, indicating stable
employment conditions in the service-producing sector. 
However, the Index of Leading Indicators was down 1.8 per 
cent, suggesting more pessimistic prospects in the region's 
goods-producing sector. Average weekly hours of produc 
tion workers were up for the quarter, and initial claims for 
unemployment insurance were down. The number of new 
dwelling units put under contract was down slightly.
Our short-term employment forecast for West Michigan 
is in agreement with the above indicators. We forecast the 
region's total employment to increase 0.3 percent during the 
first quarter, as a healthy 0.7 percent gain in service-produc 
ing employment is expected to erase modest employment 
declines in the goods-producing and government sectors.
Major Economic Developments
Battle Creek Area
Kellogg announced that it is spending $60 million to upgrade its 
90-year-old Porter St. plant.
Asama Giken, a Japanese auto parts maker, is planning to invest 
$34 million in building two manufacturing plants in Coldwater, creat 
ing 250 new jobs.
Benton Harbor Area
Alreco Metal announced that it is closing in December, eliminating 
approximately 135 jobs.
Approximately 90 workers lost their jobs at Allied Signal as the 
company continues to restructure and downsize its automotive compo 
nents division.
ZDS, recently purchased by Packard Bell, eliminated its second 
shift, cutting up to 100 positions.
Fleetwood Enterprises, a maker of recreational vehicles, announced 
that it is closing its Benton Township plant, eliminating nearly 70 jobs.
Employment at the Donald C. Cook Nuclear Power Plant is 
expected to increase by 180 workers due to the transfer of 250 jobs 
from the company's Columbus, Ohio facility.
Grand Rapids Area
H.H. Cutler announced that it is closing two of its local production 
facilities and will start laying off up to 550 workers in February.
The Nicholas Group, comprised of four auto-related companies, 
continues to expand and expects to hire an additional 80 to 115 work 
ers.
Rapistan DeMag announced that it will expand and hire approxi 
mately 200 more workers in association with the construction of its 
technical center.
Guardsman is closing its Grand Rapids facility, eliminating 100 
jobs.
United Technologies Automotive is laying off 220 workers at its 
Holland plant.
LMI, a maker of medical products, will lay off 75 workers.
Kalamazoo Area
Pharmacia and Upjohn announced that it is closing its Dublin, Ohio 
facility and will transfer an undisclosed portion of the facility's current 
workforce of 350 to Kalamazoo.
Production Rubber Products plans to close its Paw Paw plant, 
which employs 90 workers.
Karl Schmidt Unisia announced that it is eliminating 370 jobs at its 
South Haven plant.
Parker-Hannifin announced that it will purchase Power Control, 
which owns the local Abex/NWL facility. The impact of the sale on the 
facility's 800 workers is still unknown.
APAC Teleservices announced plans to locate a new telemarketing 
center in the area that could employ up to 250 workers.
Kalamazoo Regional Psychiatric Hospital announced that it will 
eliminate approximately 80 positions by April.
Muskegon Area
Grooters Development of Grand Rapids announced plans to con 
struct a $40 million, 1.6 million-square foot industrial center.
A $25 million bond millage that would have financed the construc 
tion of Shoreline Academy of Science and Technologies was defeated 
by area residents.
West Michigan Employment Forecasts
Fourth-quarter performance Short-term forecasts






































































NOTE: Individual areas may not sum to total due to rounding in the seasonal adjustment procedure.
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Michigan Statistics
(adjusted for seasonal variations)
Measure
1995 1995 Percent change 1994 Percent change 









Transportation & pub. utilities
Wholesale trade
Retail trade









West Michigan (3 MSAs) 
Leading indicators
Local components: 
Average weekly hours 







































































































SOURCE: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F. 
Detroit help-wanted index from The Conference Board, and employment data from MESC. 
NOTE: Categories may not sum to total due to rounding. 
a. Seasonally adjusted annual rates.
W. Dodge Division, McGraw Hill Information Systems Company. 
National components of the leading indicators in Table A-3.
Michigan 
Industry Employment Change, Fourth Quarter - Fourth Quarter
(unadjusted for seasonal variations)
Industry
Goods-producing







Food & kindred products
Apparel
Paper & allied products
Printing & publishing





























































Auto dealers & serv. stations
Apparel & accessory stores
Home furn. & equip, stores
Eating & drinking places





























































West Michigan (3 MSAs) Statistics 










Transportation & pub. utilities
Wholesale trade
Retail trade














































































































































SOURCE: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems Company, 
ad count from the five major daily newspapers, and employment data from MESC. National components of the leading indicators in Table A-3. 
NOTE: Categories may not sum to total due to rounding. 
a. Percent change from the preceding quarter, 
b. Seasonally adjusted annual rates.
West Michigan 
Industry Employment Change, Fourth Quarter - Fourth Quarter











































































* Published data for Kalamazoo-Battle Creek MSA not available.
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BENTON HARBOR MSA
Total employment increased 0.3 percent in the Benton 
Harbor MSA during the closing quarter of 1995. The mod 
est employment gains did not budge the area's 5.2 percent 
unemployment rate, however. We forecast employment in the 
area to decline 0.5 percent during the current first quarter 
of 1996, due to announced downsizing at several of the 
area's manufacturers.
Employment in the area's goods-producing sector rose 0.7 
percent in the fourth quarter, pushed by a robust 6.6 percent 
rise in construction employment. However, employment in 
the area's manufacturing sector was flat.
The Benton Harbor area witnessed a rash of layoffs at the 
close of 1995. Alreco Metal announced that it was closing in 
December, eliminating approximately 135 jobs. At the same 
time, approximately 90 workers lost their jobs at Allied Sig 
nal as the company continues to restructure and downsize its 
automotive components division. The St. Joseph facility still 
employs over 1,000 workers. ZDS, recently purchased by 
Packard Bell, eliminated its second shift, cutting up to 100 
positions just a month after the computer maker asked 60 sal 
aried employees to leave voluntarily. Finally, Fleetwood 
Enterprises, a maker of recreational vehicles, announced the 
closing of its Benton Township plant, eliminating nearly 70 
jobs.
Fortunately, employment conditions are not as bleak in 
the area's larger private service-producing sector. Employ 
ment rose a modest 0.3 percent during the fourth quarter, 
with job gains in retail trade and services more than offsetting 




elimination of 70 positions, employment at the Donald C. 
Cook Nuclear Power Plant could increase by 180 workers 
due to the transfer of 250 jobs from the company's Colum 
bus, Ohio facility.
In neighboring Van Buren County, Karl Schmidt Unisia 
Incorporated will eliminate 370 jobs at its South Haven facil 
ity, and Production Rubber Products plans to close its Paw 
Paw plant, which employs 90 workers. The county is offi 
cially included in the Kalamazoo-Battle Creek MSA; how 
ever, an unknown number of the affected workers reside in 
Berrien County.
The area's unemployment rate remained at 5.2 percent in 
the fourth quarter. However, given the above list of 
announced plant closures and job reductions, it is likely to 
rise in the coming months.
Economic indicators for the Benton Harbor area were 
mixed. Its Index of Help-Wanted Advertising was up a robust 
28.4 percent in the fourth quarter, suggesting strong employ 
ment conditions in the service-producing sector. However, 
the Index of Leading Indicators, which monitors employ 
ment conditions in the goods-producing sector, fell 7.4 per 
cent.
Our short-term forecast calls for employment to fall 0.5 
percent during the first quarter. Employment in the area's 
goods-producing sector is expected to drop by 1.6 percent 
and then to level off during the second quarter. Employment 
in the area's service-producing sector is forecasted to grow 
but by only 0.2 percent in the first quarter.
Benton Harbor MSA 
Economic Indexes
1992 Q 1 I994Q 1




Leading Indicators Help-wanted Ads
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Benton Harbor MSA 










Transportation & pub. utilities
Wholesale trade
Retail trade



































































































































Forecast 1996b Forecast 1996b
First Percent Second Percent 
quarter change quarter change
70,500 -0.5 70,850 0.5
22,710 -1.6 22,750 0.2
39,050 0.2 39,390 0.9
8,740 -0.2 8,710 -0.3
3,400 0.3 3,440 1.2
SOURCE: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems Com 
pany, ad count from Herald Palladium, and employment data from MESC. National components of the leading indicators in Table A-3. 
NOTE: Categories may not sum to total due to rounding. 
a. Millions of dollars.
b. Percent change from the preceding quarter, 
c. Seasonally adjusted annual rates.
Industry Employment Change
Fourth Quarter - Fourth Quarter













































































Total employment in the four-county Grand Rapids- 
Muskegon-Holland MSA grew 0.3 percent in the final quar 
ter of 1995. The slight employment increase was enough to 
keep the area's unemployment rate, 4.1 percent, among the 
lowest in the state as well as the nation. We forecast employ 
ment to increase an additional 0.5 percent in the current 
first quarter and by an identical 0.5 percent in the second 
quarter.
Employment in the area's goods-producing sector rose 0.1 
percent in the fourth quarter, despite a 0.3 percent employ 
ment decline in construction and several major plant clos 
ings. Manufacturing employment inched up 0.1 percent 
during the quarter as a 0.3 percent employment gain in the 
larger durable goods production more than offset an identical 
0.3 percent decline in nondurable goods production.
Over the past four quarters, employment in furniture pro 
duction increased 5.0 percent, an addition of over 1,100 jobs. 
Employment gains were also reported in the area's metal 
industries, as well as industrial machinery. On the other hand, 
900 jobs were lost in the apparel industry.
Most of the hires in manufacturing have been for produc 
tion positions and not management or supervisory slots. For 
example, during the 12 months ending in December, furni 
ture companies hired 1,300 production workers while elimi 
nating 200 nonproduction workers. In the area's fabricated 
metal industry, firms added 1,000 production workers while 






that firms are using office technologies and systems more 
efficiently and pushing greater responsibilities and supervi 
sory functions on to their production workers.
All divisions of the area's service-producing sector 
reported job increases in the fourth quarter. Service firms 
picked up an additional 500 workers, while retailers hired 
nearly 250 workers. A closer look at the retail trade revealed 
that most of the industry's net employment gains during the 
last year were in eating and drinking places. Restaurants and 
bars accounted for 1,400 of the new 1,900 positions recorded 
in the area's retail sector during the 12-month period ending 
in December.
Area economic indicators are giving mixed signals. The 
composite Index of Help-Wanted Advertising was off 3.2 
percent in the quarter, indicating stagnant hiring conditions 
in the service-producing sector. In addition, the Index of 
Leading Indicators fell 1.8 percent, suggesting similar con 
ditions in the goods-producing sector. However, all of the 
local components of the Index improved, meaning that the 
Index decline was due solely to national factors. Average 
weekly hours for production workers were up, new claims for 
unemployment insurance fell 6.7 percent, and housing starts 
inched higher.
Our forecast for the four-county area calls for total 
employment to increase 0.5 percent in the current first quar 
ter, powered by a healthy 0.8 percent rise in the area's ser 
vice-producing sector. More modest gains are expected in the
Grand Rapids-Muskegon-Holland MSA 
Economic Indexes
1990 Q 1 1992 Q 1 1993Q I 1994 Q 1 I995Q 1




Leading Indicator Help-wanted Ads
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Grand Rapids-Muskegon-Holland MSA 










Transportation & pub. utilities
Wholesale trade
Retail trade





















































































































































SOURCE: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems Company,
ad count from Grand Rapids Press and Muskegon Chronicle, and employment data from MESC. National components of the leading indicators in Table A-3.
NOTE: Categories may not sum to total due to rounding.
a. Millions of dollars.
b. Percent change from the preceding quarter.
c. Seasonally adjusted annual rates.
Industry Employment Change
Fourth Quarter - Fourth Quarter
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Auto dealers & service


























































Total employment in the Grand Rapids area (Kent and 
Ottawa Counties) inched up an estimated 0.1 percent in the 
final quarter of 1995. Still, the area's unemployment rate 
stood at 3.6 percent during the quarter. Further employment 
gains are expected in the coming two quarters, despite 
recent layoffs.
Employment in the area's goods-producing sector was 
off an estimated 0.1 percent in the fourth quarter. Recent 
plant closing announcements suggest that employment con 
ditions in the area's manufacturing sector will remain slug 
gish in the coming months. Guardsman is closing its 
antiquated Grand Rapids facility, eliminating 100 jobs. 
United Technologies Automotive is laying off 220 workers 
at its Holland plant. LMI, a maker of medical products, will 
lay off 75 workers. Finally, H.H. Cutler announced plans to 
close two of its local production facilities and lay off up to 
550 workers starting in February. The clothing manufacturer 
blamed the closures on overcapacity and a soft market.
On the other hand, employment conditions at the area's 
furniture manufacturers remain stable. Moreover, analysts 
are predicting that employment levels at the area's auto sup 
pliers should hold steady in 1996. The Nicholas Group, 
comprised of four auto-related companies, continues to 
expand and expects to hire an additional 80 to 115 workers. 
In addition, Rapistan DeMag Corporation announced that it
will expand and hire approximately 200 more workers in 
association with the construction of its technical center.
Employment in the area's service-producing and govern 
ment sectors both grew an estimated 0.2 percent in the final 
quarter of 1995.
Despite stagnant employment conditions, the Grand 
Rapids area unemployment rate remained at 3.6 percent in 
the fourth quarter, well below the national and state rates. 
Area employers are still facing very tight labor markets for 
many occupations.
Area economic indicators are mixed and suggest that 
employment conditions will remain stable in the coming 
months. The Index of Help-Wanted Advertising fell 3.2 per 
cent in the fourth quarter. Moreover, the Purchasing Man 
agement Index for new orders fell to 38.5 percent in 
February compared to an already low 42.5 percent in Janu 
ary. However, the number of unemployment insurance 
claims inched down 1.8 percent.
We forecast employment in the two counties to increase 
0.5 percent in the current first quarter and again in the sec 
ond quarter. Nevertheless, employment levels in the area's 
















Help- Wanted ads 152
UI claims 968








































NOTE: Figures are seasonally adjusted. *Index = (percent survey reporting improvement) + 0.5 (percent survey 






















Total employment rose an estimated 0.8 percent in 
Muskegon County during the fourth quarter of 1995. The 
area's employment increase was powered by both a solid 
manufacturing sector as well as an expanding service-pro 
ducing sector. The unemployment rate for the Muskegon area 
stubbornly remained above the national and state averages, 
however. We forecast further employment gains during the 
first half of 1996.
Employment grew an estimated 1.3 percent in the area's 
goods-producing sector. Over the past several months, 
numerous plant expansions and openings have been 
announced in Muskegon County. These include Standard 
Automotive Parts, Structural Concepts, Dilesco, UNC 
Johnson Technology, and Briggs and Stratton Corporation.
In addition, Grooters Development of Grand Rapids 
announced plans to construct a $40 million, 1.6 million 
square foot industrial center composed of six buildings of 
250,000 to 300,000 square feet. Fully developed, the site 
could employ between 2,500 to 4,000 workers. The devel 
oper will build units one at a time starting in February, but 
has not announced a tenant(s) for the first building.
Employment in the area's service-producing sector is esti 
mated to have increased by 0.8 percent in the fourth quarter; 
however, government employment was down 0.3 percent.
In spite of the estimated gain in employment during the 
quarter, the area's unemployment rate was at a stubbornly 
high 6.7 percent. Whereas disagreements abound regarding 
the accuracy of the Muskegon area unemployment rate, one 
of the area's strengths is apparent: the availability of experi 
enced workers. According to Michigan Employment Secu 
rity Commission statistics, Muskegon County offers highly 
experienced, well-trained workers who have lower wage 
expectations than in neighboring areas.
The potential of providing additional training to area 
workers was rejected by residents, however. A $25 million 
bond millage that would have financed the construction of 
Shoreline Academy of Science and Technologies was 
defeated by area voters.
Economic indicators for the Muskegon area are mixed. 
The Index of Help-Wanted Advertising inched up by 0.6 
percent in the fourth quarter, and the number of initial 
unemployment claims plunged by 17.0 percent. On the 
other hand, the number of new dwelling units put under 
contract fell 10.2 percent.
We forecast area employment to grow another 1.0 per 























































































NOTE: Figures are seasonally adjusted. *Index = (percent survey reporting improvement) + 0.5 (percent survey reporting 

















no change). a.Millions of
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KALAMAZOO-BATTLE CREEK MSA
Total employment grew a slight 0.2 percent during the 
fourth quarter in the three-county Kalamazoo-Battle Creek 
MSA. The quarter's sluggish employment growth was still 
sufficient to push the area unemployment rate down to 4.5 
percent during the quarter. We are forecasting employment 
conditions to remain sluggish in the coming months, growing 
no more than 0.2 percent in the first quarter, due to 
announced layoffs in the goods-producing sector.
Employment in the area's goods-producing sector fell a 
scant 0.1 percent in the fourth quarter as a 0.7 percent 
decline in the area's large nondurable goods industry can 
celled a 1.4 percent jump in construction employment. Over 
the past four quarters, the area's food, paper, and chemical 
industries lost over 525 jobs. Employment rose 0.3 percent 
in the area's durable goods industries. During the past four 
quarters, over 225 jobs have been generated in the fabricated 
metals and transportation equipment sectors.
Two layoff announcements in Van Buren County, the 
smallest county in the MSA, will eliminate over 450 produc 
tion jobs. Karl Schmidt Unisia Incorporated announced that 
it is eliminating 370 jobs at its South Haven plant, and Pro 
duction Rubber Products plans to close its Paw Paw facility, 
putting 90 workers out of work.
Employment in the area's service-producing sector rose a 
modest 0.3 percent in the fourth quarter. All sectors reported 




finance and services. Employment in retail trade was flat as 
many of the area retailers expressed disappointment about 
the Christmas season. Employment in government grew by 
0.1 percent during the quarter.
The area's unemployment rate fell to 4.5 percent in the 
fourth quarter; however, recent economic indicators suggest 
that the rate could rise in the coming months. Both the Index 
of Help-Wanted Advertising and the Index of Leading Indi 
cators fell in the fourth quarter, 1.2 and 2.8 percent, respec 
tively. The Help-Wanted Index reflects employment 
conditions primarily in the service-producing sector, while 
the Index of Leading Indicators monitors employment trends 
in the goods-producing sector.
The local components of the Index of Leading Indicators 
were mixed. Average weekly hours of production workers 
fell by 1.8 percent; however, new claims for unemploy 
ment insurance plunged by 10.9 percent, and housing starts 
rose in the quarter.
We forecast that employment in the three-county area 
will increase by just 0.2 percent during the current first quar 
ter. Employment in the area's goods-producing sector is 
expected to decline by 0.2 percent in the first quarter and a 
further 0.2 percent in the following quarter. We foresee first 
quarter employment in the area's service-producing sector to 
increase 0.6 percent, however.
Kalamazoo-Battle Creek MSA 
Economic Indexes
1992 Q 1 I995Q





Kalamazoo-Battle Creek MS A 










Transportation & pub. utilities
Wholesale trade
Retail trade








































































































































Forecast 1996b Forecast 1996b
First Percent Second Percent
quarter change quarter change
204,040 0.2 204,730 0.3
57,220 -0.2 57,100 -0.2
113,170 0.6 114,010 0.7
33,660 -0.3 33,630 -0.1
9,700 0.9 9,820 1.2
1 data from F.W. Dodge Division, McGraw Hill Information Systems Company,
ad count from Kalamazoo Gazette and Battle Creek Enquirer, and employment data from MESC. National components of the leading indicators in Table A-3.
NOTE: Categories may not sum to total due to rounding.
a. Millions of dollars.
b. Percent change from preceding quarter.
c. Seasonally adjusted annual rates.
Industry Employment Change
Fourth Quarter - Fourth Quarter
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Paper & allied products
Printing & publishing
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Total employment grew an estimated 0.3 percent during 
the fourth quarter of 1995. The modest job gains were 
enough to cause the area's unemployment rate to slip down to 
3.4 percent in the quarter. Although area firms are facing 
very tight labor markets, we are forecasting continued 
employment growth in the coming quarters.
Employment in Kalamazoo County's goods-producing 
sector remained unchanged in the fourth quarter. Except for 
Crown Vantage's announcement that it is laying off at least 
70 workers from its Parchment plant, there were few unem 
ployment announcements made by area manufacturers.
The local employment impact of recent mergers of area 
manufacturers remains unknown. Pharmacia and Upjohn 
announced that it is closing its Dublin, Ohio facility (a 
former Pharmacia facility) and will transfer an undisclosed 
portion of the facility's current workforce of 350 to Kalama 
zoo. However, the pharmaceutical firm has yet to disclose 
where it plans to cut up to 4,000 workers from its worldwide 
workforce. In addition, Parker-Hannifin announced that it 
will purchase Power Control, which owns the local Abex/ 
NWL facility. The impact of the sale on the facility's 800 
workers is still unknown.
Employment in the area's private service-producing sec 
tor rose an estimated 0.4 percent in the fourth quarter. APAC 
Teleservices Incorporated, based in Deerfield, Illinois, 
announced plans to locate a new telemarketing center in the 
area, which could employ up to 250 workers. Finally, gov 
ernment employment is estimated to have increased by 0.7 
percent in the quarter. However, the Kalamazoo Regional 
Psychiatric Hospital announced that it will eliminate 
approximately 80 positions by April.
The area's unemployment rate fell to 3.4 percent in the 
fourth quarter, making it difficult for many area firms to find 
suitably trained workers. In spite of this labor constraint, 
area indicators suggest and our forecast calls for continued 
employment growth in the area during the coming six 
months. The Index of Help-Wanted Advertising inched up 
0.5 percent, while the number of initial claims for unem 
ployment insurance fell slightly.
We forecast that total employment will increase 0.5 per 
cent in the current quarter and a further 0.8 percent in the 
















Help- Wanted ads 183
UI claims 284
New dwelling units1' 930
1995 Percent 
Third change 























NOTE: Figures are seasonally adjusted. * 

























Index = (percent survey reporting improvement) + 0.5 (percent survey 






























Total employment in Calhoun County fell an estimated 
0.2 percent in the final quarter of 1995, due to employment 
declines in its goods-producing and government sectors. 
Still, the area's unemployment rate continued its descent, 
dropping to 5.2 percent during the quarter. We forecast that 
the area's employment will decline an additional 0.2 percent 
in the current first quarter and an additional 0.4 percent in 
the following quarter.
Employment in the area's goods-producing sector fell an 
estimated 0.3 percent in the final quarter of 1995. Unfortu 
nately, more job losses are expected in the current quarter 
due to downsizing at the Kellogg Company. Of the 745 
positions to be eliminated by the cereal giant in Battle 
Creek, over 75 percent are being cut through early retire 
ment, voluntary separations, or transfers, while 24 percent 
or 180 jobs are being eliminated through involuntary lay 
offs. Fortunately, the stability of the remaining 974 posi 
tions at the nearly 90-year-old Porter Street plant was 
enhanced with the announcement of a planned $60 million 
improvement.
Employment in the area's service-producing sector 
inched up by an estimated 0.1 percent in the fourth quarter; 
however, government employment fell an estimated 0.8 per 
cent, due in part to the loss of nearly 100 positions at the 
Battle Creek Federal Center.
In spite of these layoffs, the area jobless rate dipped to 
5.2 percent in the fourth quarter. In fact, the unemployment 
rate may hold steady in the face of expected job reductions, 
since many of the impacted workers at Kellogg are accept 
ing early retirement packages and may take a short-term 
leave from the labor force before possibly returning to the 
job market to supplement their retirement income.
Area indicators were mixed during the fourth quarter. 
The area's Index of Help-Wanted Advertising fell 2.2 per 
cent. However, initial claims for unemployment insurance 
fell a large 16.2 percent and housing starts rose 13.5 per 
cent.
The downsizing at the Kellogg Company in combination 
with previously announced cutbacks at Union Steel Produc 
tion in Albion and at the Grand Trunk Railroad are expected 
to lower area employment levels in current and following 
quarters. Employment in the area's goods-producing sector 
is expected to drop by 1.0 percent in the current first quarter 
and by another 1.5 percent in the second quarter. Overall, 
we forecast total employment to decline by 0.2 percent in 























































































NOTE: Figures are seasonally adjusted. *Index = (percent survey reporting improvement) + 0.5 (percent survey 






























Index of Help-Wanted Advertising (1991=100)
















































































































SOURCE: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Herald Palladium, Grand Rapids Press, Kalamazoo Gazette, and 
Muskegon Chronicle; United States and Detroit indexes derived from (1987=100) and (1967=100), respectively, series of The Conference Board.
Table A-2
Selected Labor Market Indicators 
(not adjusted for seasonal variations)

























































































SOURCE: U.S. Department of Labor and the Michigan Employment Security Commission (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. Seasonally adjusted rate for U.S. was 5.5 percent in October 1995 and 5.6 percent in December 1995. Seasonally adjusted rate for Michigan was 4.4 percent
in October 1995 and 5.3 percent in December 1995.
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Table A-3 
Components of the Index of Leading Indicators









































































1. Average Weekly Hours of Production Workers


























































41.9 40.7 41.1 42.7 43.2 43.3 43.0 41.9 42.0 42.2 
42.9 41.5 41.8 43.1 44.9 45.5 45.1 43.9 44.1 44.2 
40.9 40.6 41.1 41.4 42.0 42.2 41.9 41.3 41.5 41.5
2. Initial Claims for Unemployment Insurance (Average per week)









1989 1991 1992 1993 1994 1994 1995 
IV I II III IV
294 347 295 209 182 159 172 185 201 207 
1,432 1,958 1,802 1,290 1,143 1,046 1,108 1,169 1,375 1,283 
665 781 747 601 579 547 587 606 713 635
















































































































4. National Association of Purchasing Management Survey (Selected components indexed)"
Annual averages (Selected years)
Component
New orders 
Change in inventories 
Vendor performance 



























































SOURCE: National index from U.S. Department of Commerce, all others from the W. E. Upjohn Institute. Average weekly hours and initial claims based on 
information from Michigan Employment Security Commission; number of housing units put under contract, F.W. Dodge Division, McGraw Hill Information 
Systems Company; survey data from the National Association of Purchasing Management. Seasonal adjustments by the Institute.
a. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting conditions unfavorable to eco 
nomic growth plus 100.
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Table A-4
Employment Data for West Michigan MSAs and Michigan 
(thousands of jobs - by place of work)
Total Employment8

















































































































































































































































































































































































































































































































SOURCE: Employment levels from 1984 to 1993 are from the Michigan Employment Security Commission and the Bureau of Economic Analysis. Employment
levels for 1993 to present are calculated by the W.E. Upjohn Institute. Seasonal adjustments by the Institute.
NOTE: Annual Employment Statistics are adjusted to reflect MESC's final average annual employment figures. Quarterly estimates are subject to change due to
the addition of current quarter employment estimates.
a. Components may not add to totals because of rounding.
b. Manufacturing and construction and mining.
c. Transportation and public utilities, wholesale trade, retail trade, finance, insurance and real estate, and services.
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Table A-5


































































































































































































































































































































SOURCE: Bureau of Economic Analysis, 1989 to 1993; W. E. Upjohn Institute estimates, 1994. 




Consumer Price Index (CPI), U.S. City Average (1982-84=100)
Year
Annual
Avg. Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec.


































































































































































































































































































SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTE: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although the CPI
is often called the "Cost-of-Living Index," it measures only price change, which is just one of several important factors affecting living costs. All CPI series
are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers.
These series contain no revision but are reprinted for the convenience of the user.
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather than changes in index
points. Index point changes are affected by the level of the index in relation to its base period while percent changes are not. Examples of computation follow:
100 x (108.6 (1986 annual avg.) - 106.9 (1985 annual avg.)) = 1.6% change 1985 to 1986, CPI-W.
106.9 (1985 annual avg.)
100 x (109.3 (1986 December) - 108.6 (1985 December)) = 0.6% change December 1985 to December 1986, CPI-W. 
108.6 (1985 December)




Population and Income Update for Selected Areas
Area
Michigan












































































































































SOURCE: State of Michigan Department of Management and Budget and U.S. Bureau of the Census.
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Data Sources for Business Outlook
NATIONAL ECONOMY 
Output
Gross Domestic Product—Survey of Current Business
Cyclical Economic Indicators—National Association of 
Purchasing Management News Release, and U.S. 
Department of Commerce News
Change in Nonfarm Business Inventories and Percent 
Change in the Ratio of Inventories to Final Sales of Goods 
and Structures—Survey of Current Business
Labor
Nonfarm Employment and Change in Average Weekly 
Hours—Employment and Earnings
Productivity and Unit Labor Costs—Monthly Labor Review
Unemployment Rates and Initial Claims—Economic 
Indicators
Inflation and Interest Rates
Price Indexes—National Association of Purchasing 
Management News Release, CPI Detailed Report, and PPI 
Detailed Report
Short-Term Capital Rates—Federal Reserve Bulletin and 
Economic Indicators
Long-Term Capital Rates—Federal Reserve Bulletin and 
Economic Indicators
Yield Curves—The Wall Street Journal
Consumer Spending
Growth in Consumer Spending—Survey of Current 
Business
Consumer Debt—Economic Indicators
Motor Vehicle Sales—U.S. Department of Commerce
Investment
New Residential, Commercial, and Industrial 
Construction—Economic Indicators
Plant and Equipment Expenditures—Survey of Current 
Business
Nonresidential Investment Composition—Survey of Current 
Business
International Trade
U.S. Trade in Goods and Services—Survey of Current 
Business
International Industrial Production—Economic Indicators 
Trade-Weighted Dollar—Federal Reserve Bulletin
MICHIGAN ECONOMY
Percent Change in Total Employment—Employment and 
Earnings
Manufacturing Employment and Earnings—Employment 
and Earnings
Unemployment Rates Relative to the Nation—Employment 
and Earnings
Michigan Motor Vehicle Production—Michigan Economic 
Indicators
Percentage Change in Retail Sales—Monthly Retail Trade
WEST MICHIGAN ECONOMY
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